
Wamego Telecommunications Company {SAC 411845) 
Statement Regarding the Ability to Function in Emergency Situations 
47 CFR § 54.313(a)(6) 
Form 481, Line 610 

Wamego Telecommunications Company (WTC) is an incumbent local exchange carrier operating in the 
state of Kansas, and is an eligible telecommunications carrier (ETC) designated by the Kansas 
Corporation Commission (KCC). As such, WTC is subject to the regulatory authority of the KCC and 
operates under the relevant rules and laws of the state of Kansas. 

WTC is subject to KCC rules regarding the ability to remain functional in emergency situations by (1) 
maintaining at least eight hours of backup power to ensure functionality without local alternating 
current (AC) commercial power, (2) establishing the ability to reroute traffic around damaged facilities 
and to manage traffic spikes resulting from emergency situations, and (3) establishing procedures for 
employees to follow in an emergency to prevent or minimize interruption or impairment of 
telecommunications services. 

WTC has stationary generators at each exchange central office (4 total) and also ten portable generators 
to be deployed if necessary for WTC's services. WTC's network is capable of rerouting traffic around 
damaged facilities, although this ability is not absolute and may be limited in certain circumstances. 
However, WTC follows all industry standard practices in ensuring its network remains functional during 
different types of emergency situations. 



Wamego Telecommunications Co., Inc. (SAC 411845) 
Statement Regarding Voice Rate Comparability 
47 C.F.R. § 54.313(a)(10) 
Form 481, Line 1010 

Wamego Telecommunications Co., Inc. (WTC) is a rural, rate of return regulated incumbent local . 
exchange ca rrier operating in the state of Kansas, and is an eligible telecommunications carrier (ETC) 
designated by the Kansas Corporation Commission (KCC). As such, WTC is subject to the regulatory 
authority of the KCC and operates under the relevant rules and laws of the state of Kansas. 

WTC hereby certifies that the pricing of its voice services is no more than two standard deviations above 
the national average urban rate for voice service, $47.48, as specified in the April 16,2015 Public Notice 
issued by the Wireline Competition Bureau of the Federal Communications Commission. 

WTC's residential voice service rates, including state fees and the federal subscriber line charge (SLC) are 
as follows. 

Monthly rate for exchange 'Wamego' is $25.06. 
Monthly rate for exchange 'St. George' is $25.06. 
Monthly rate for exchange 'Paxico' is $25.06. 
Average monthly rate is $25.06. 



Wamego Telecommunications Company, Inc. (SAC 411845) 
Progress Report on 5 Year Plan - Milestone Certification 
47 C.F.R. § 54.313(f){1)(i) 
Form 481, Line 3010 

Wamego Telecommunications Company, Inc. hereby certifies pursuant to 47 CFR 54.313(f)(1)(i) that it is 
taking all reasonable steps to provide, upon reasonable request, broadband service at actual speeds of 
at least 4 mbps downstream and 1 mbps upstream, with latency suitable for real-time applications, 
including Voice over Internet Protocol, and usage capacity that is reasonably comparable to comparable 
offerings in urban areas, and that requests for such service are met within a reasonable time frame. 



Wamego Telecommunications Company, Inc. (SAC 411845) 

Community Anchor Institutions 
47 C.F.R. § 54.313(f)(l)(ii) 
Form 481, line 3012 

Wamego Telecommunications Company, Inc. did not begin providing broadband service to any 
community anchor institutions during 2014. The Company had previously provided broadband service 
meeting the Commission's public interest obligation standards to all community anchor institutions in its 
study area and, to the company's knowledge, no new community anchor institutions began operating in 
the Company's study area during 2014. 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors 
Wamego Telephone Company, Inc. 
Wamego, Kansas 

I<· C 0 E 
IS 0 M 

We have audited the accompanying consolidated financial statements of Wamego Telephone 
Company, Inc. (a Kansas Corporation) and its subsidiaries, which comprise the consolidated 
balam:e sheets as of December 31, 2014 and 2013, and the related consolidated statements of 
income and comprehensive income, changes in stockholders' equity, and cash flows for the 
years then ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of consolidated financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on 
our audits. We conducted our audits in accordance with auditing standards generally accepted 
in the United States of America. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about .whether the consolidated financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements. The procedures selected depend on the 
auditors' judgment, including the assessment of the risks of material misstatement of the 
con~olidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditors consider internal control relevant to the Company's preparation and 
fair presentation of the consolidated financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Company's internal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating 
the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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INDEPENDENT AUDITORS' REPORT 
(Continued) 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Wamego Telephone Company, Inc. and its 
subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their 
cash flows for the years then ended in accordance with accounting principles generally accepted 
in the United States of America. 

Report on Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole. The consolidating information in the schedules is presented for purposes 
of additional analysis and is not a required part of the consolidated financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the consolidated financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the 
consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the consolidated financial statements taken as a whole. 

1<~ Jwm LL P 
( 

March 2, 2015 
Lenexa, Kansas 
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FINANCIAL SECTION 
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Wamego Telephone Company, Inc. 
CONSOLIDATED BALANCE SHEETS 

December 31 2014 

ASSETS 

Current Assets 
Cash s 1,383,999 $ 
Investment in securities available for sale (Notes 2 and 6) 8,472,353 
Due from customers 29,989 
Other accounts receivable 606,228 
Notes receivable 1,958 
Materials and supplies inventory 98,451 
Income taxes receivable 
Prepaid expenses 163,417 

Total Current Assets 10,756,395 

Property, Plant and Equipment, at cost (Note 3) 
General support assets 7,677,928 
Central office equipment 7,712,733 
Nonregulated equipment 1,474,108 
Information origination/termination equipment 18,201 
Outside plant 28,904,372 

Total Telephone Plant in Service 45,787,342 
Telephone plant under construction 185,330 

Subtotal 45,972,672 
Deduct accumulated depreciation 25,665,166 

Total Property, Plant and Equipment 20,307,506 

Noncurrent Assets 
Investment in limited liability companies 394,626 
Notes receivable 42,323 
Goodwill, net (Note 5) 33,660 
Other investments (Note 2) 70,118 
Other asset (Note 6) 54,691 

Total Noncurrent Assets 595,418 

TOTAL ASSETS s 31,659,319 $ 

The accompanying notes are an Integral part of these /inane/al statements. 
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2013 

812,748 
6,658,068 

28,372 
1,432,769 

1,800 
101,795 
363,258 
142,631 

9,541,441 

7,307,256 
9,782,909 
1,138,117 

18,201 
24,292,287 

42,538,770 
122,262 

42,661,032 
25,974,346 

16,686,686 

407,294 
44,281 
37,400 
63,057 
64,343 

616,375 

26,844,502 
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Wamego Telephone Company, Inc. 
CONSOLIDATED BALANCE SHEETS 
(Continued) 

December 31 2014 

LIABILITIES AND EQUITY 

Current liabilities 
Accounts payable $ 423,293 $ 
Customers' deposits 429 
Other accrued taxes 84,580 
Income taxes payable 267,715 
Deferred income tax liability 57,017 

Deferred compensation - Current 112,500 
Other current liabilities 125,368 

Total Current Liabilities 1,070,902 

long-Term Obligations, less Current Maturities 
Accumulated deferred income taxes 2,716,552 
Notes payable - Bank (Note 6) 7,300,000 
Deferred compensation payable 112,500 
Accumulated post-retirement benefits (Note 9) 360,263 

Total long-Term Obligations, less Current Maturities 10,489,315 

Stockholders' Equity 
Capital stock 

Common stock - $10 par value 
Authorized - 100,000 shares 
Issued - 100,000 shares 1,000,000 

Additional paid-in capital 28,364 
Retained earnings 21,792,663 
Accumulated other comprehensive 

income (loss) (Note 10) 358,642 

Subtotal 23,179,669 
Deduct common stock held in treasury, at cost -

2014 - 28,889 shares; 2013 - 28,889 shares 3,080,567 

Total Stockholders' Equity 20,099,102 

TOTAL LIABILITIES AND EQUITY $ 31,659,319 $ 

The accompanying notes ore an integral port of these financial statements. 
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2013 

562,187 
678 

104,633 

74,940 

110,616 

853,054 

1,748,961 
5,300,000 

675,683 

7,724,644 

1,000,000 
28,201 

20,226,719 

92,301 

21,347,221 

3,080,417 

18,266,804 

26,844,502 
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Wamego Telephone Company, Inc. 
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME 

Years Ended December 31 2014 

Operating Revenues 
Local network service $ 1,856,691 $ 
Network access service 6,347,718 
l ong distance network service 233,272 
cable television 2,311,095 
Internet 1,868,668 
Miscellaneous 494,146 
Uncollectible operating revenue - Net (charge-offs) (22,399) 

Total Operating Revenues 13,089,191 

Operating Expenses 
Plant specific operations 2,383,503 
Plant nonspecific operations 1,954,726 
Depreciation and amortization 3,169,667 
Customer operations 1,195,295 
Corporate operations 1,544,419 

Total Operating Expenses 10,247,610 

Operating Taxes (Benefits) 
Federal and state income taxes (benefits) (Note 7) 270,184 
Federal and state income taxes - Deferred (Note 7) 773,943 
Other operating taxes 151,055 

Total Operating Taxes 1,195,182 

Operating Income Before Fixed Charges 1,646,399 

Fixed Charges 
Interest on debt 118,536 
Allowance for funds used during construct ion (35,302) 

Total Fixed Charges 83,234 

Operating Income 1,563,165 

Nonoperating Income (Expense) 
Income from investments 321,967 
Gain (loss) on disposal of telephone plant 356,471 
Special charges (36,415) 
Federal and state income tax (expense) benefits on 

nonoperating income (Note 7) 10,013 
Other nonoperating (expense) {80,377) 

Net Nonoperating Income 571,659 

Net Income $ 2,134,824 $ 

The accompanying notes ore an Integral part of these financial statements. 
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2013 

1,356,032 
4,513,283 

234,066 
1,902,147 
1,792,589 

476,145 
(21,682) 

10,252,580 

2,305,362 
1,693,538 
2,598,393 
1,017,158 
1,464,520 

9,078,971 

(363,366) 
805,350 
208,431 

650,415 

523,194 

58,386 
(25,655) 

32,731 

490,463 

304,094 

(28,542) 

(23,930) 
(61,131) 

190,491 

680,954 

Pages 



Wamego Telephone Company, Inc. 
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME 

(Continued) 

Years Ended December 31 

Other Comprehensive Income (Loss), Net of Tax (Note 10) 
Unrealized gains (losses) on securities and derivative position 

Unrealized holding gains (losses) arising during the period $ 
Reclassification adjustments 
Change in post-retirement benefit 

Total Other Comprehensive Income (Loss}, Net of Tax 

Net Comprehensive Income $ 

The accompanying notes are an integral part of these financial statements. 

2014 

112,775 
(68,261) 
221,827 

266,341 

2,401,165 

$ 

$ 
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2013 

154,696 
(13,283} 

(3,730) 

137,683 

818,637 
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Wamego Telephone Company, Inc. 
CONSOLIDATED STATEM ENTS OF CHANGES IN STOCKHOLDERS' EQUITY 

Accumulated 
Additional Other 

Common Paid-In Retained Comprehensive Treasury 
Stock Capital Earnings Income (Loss) Stock Total 

Balances, December 31, 2012 $ 1,000,000 $ 28,201 $ 20,114,653 $ (45,382) $ (3,080,417) $ 18,017,055 

Net comprehensive income for the year ended 
December 31, 2013 - - 680,954 137,683 

Dividends, $8.00 per share, 71,111 shares 
outstanding on dividend record dates - {568,888) -

Balances, December 31, 2013 1,000,000 28,201 20,226,719 92,301 

Net comprehensive income for the year ended 
December 31, 2014 - - 2,134,824 266,341 

Purchase of 1 share of Treasury Stock - - - -
Dividends, $8.00 per share, 71,110 shares 

outstanding on dividend record dates - - (568,880) -
Bonus of 1 share of Treasury Stock 

to employee - 163 - -
Balances, December 31, 2014 $ 1,000,000 $ 28,364 $ 21,792,663 $ 358,642 

The accompanying notes are an integral part a/ these financial statements. 
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818,637 

(568,888) 

(3,080,417) 18,266,804 

- 2,401,165 

{257) (257) 

- (568,880) 

107 270 

$ (3,080,567) $ 20,099,102 
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Wamego Telephone Company, Inc. 
CONSOLIDATED STATEMENTS OF CASH FLOWS- INCREASE (DECREASE) IN CASH 

Years Ended December 31 2014 2013 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 2,134,824 $ 680,954 - ---- ·- ---·-- - -
Adjustments to reconcile net income to net 

cash provided by (used in) operating activities 
Reinvested dividends on investments (73,161) 
Depreciation of plant 3,165,927 
Deferred income taxes 782,088 
Amortization of goodwill 3,740 
Amortization of loan issuance costs 9,652 
Decrease in accrued post-retirement benefits 45,980 
(Gain) on sale of investments (111,211) 
Net (gain) on disposal of telephone plant (356,471) 
Loss in earnings of limited liability companies 12,668 
Noncash compensation paid to employee 270 
(Increase) decrease in: · 

Due from customers (1,617) 
Other accounts receivable 826,541 
Income taxes receivable 363,258 
Prepaid expenses (20,786) 

Increase (decrease) in: 
Accounts payable 16,876 
Accrued income taxes 267,715 
Other accrued taxes (20,053) 
Deferred compensation 225,000 
Other current liabilities 14,752 

Total Adjustments 5,151,168 

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 7,285,992 

CASH FLOWS FROM INVESTING ACTIVITI ES 
Purchases of investments (4,729,134) 
Proceeds from sale of investments 3,164,681 
Proceeds from sale of property plant and equipment 431,203 
Purchase of other investments 
Expenditures for plant (6, 706,827) 
Expenditures for the removal of telephone plant (7,554) 
Decrease in materials inventory 3,344 
Decrease in notes receivable 1,800 
Decrease in nonregulated equipment inventory 

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES $ (7,842,487) $ 

The accompanying notes are on integral part of these financial statements. 
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(38,589) 
2,598,393 

809,259 

9,651 
114,993 
(21,640) 

46,835 

(8,990) 
(996,413) 

26,757 
(6,896) 

15,765 

(10,700) 
(158,000) 

50,381 

2,430,806 

3,111,760 

(3,629,867) 
2,878,784 

(50,000) 
(6,292,581) 

(1,629) 
8,046 

39,747 
877,386 

(6,170,114) 
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Wamego Telephone Company, Inc. 
CONSOLIDATED STATEMENTS OF CASH FLOWS-INCREASE (DECREASE) IN CASH 
(Continued) 

Years Ended December 31 

CASH FLOWS FROM FINANCING ACTIVITIES 
Payments of accounts payable used to finance 

telephone plant acquisitions 

Net borrowings on note payable 
Expenditures for treasury stock 
Dividends paid 
(Decrease) in customers' deposits 

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 

Net Increase (Decrease) in Cash 

Cash at Beginning of Year 

Cash at End of Year 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 

Cash Paid (Received) During the Year For: 
Interest, net of capital ized interest of $35,302 in 2014; 

$25,655 in 2013 
Income t axes (benefits), net 

$ 

$ 

$ 
$ 

2014 

(302,868) $ 
2,000,000 

(257) 
(568,880) 

(249) 

1,127,746 

571,251 

812,748 

1,383,999 $ 

74,811 $ 
(378,947) $ 

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES 

2013 

(680) 
3,300,000 

(568,888) 
(1,137) 

2,729,295 

(329,059) 

1,141,807 

812,748 

23,741 
(370,102) 

During 2014 and 2013, the Company purchased additions to telephone plant totaling $147,098 and 
$302,868, respectively, which were financed through increases in accounts payable. 

The accompanying notes ore on integral port of these financial statements. 
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Wamego Telephone Company, Inc. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

Wamego Telephone Company, Inc. holds investments and has two wholly owned subsidiaries, Wamego 
Telecommunications Company, Inc., and WTC Communications, Inc. The three companies are collectively 
referred to as the Company. 

The Company is a local telephone company which operates three excha~ges in northeast Kansas. The 
Company also invests in Internet operations, cable television operations, long-distance operations, and 
operates as a competitive local exchange carrier (CLEC). 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation The accompanying consolidated financial statements include the accounts 
of the Wamego Telephone Company, Inc., Wamego Telecommunications Company, Inc., and WTC 
Communications, Inc. All significant intercompany accounts and transactions have been eliminated in 
the consolidation. 

Industry Guidelines The accounting policies of the Company are from the Rules and Regulations, Part 
32, Uniform System of Accounts for Class A and B Telephone Companies. These rules are continuously 
updated by the Federal Communications Commission. These policies are judged by management to 
be the most appropriate in the circumstances to present fairly the financial position and results of 
operations and cash flows in accordance with accounting principles generally accepted in the United 
States of America for the industry. 

Depreciation and Amortization Telephone plant in service and under construction are stated at cost. 
Normal retirements of telephone plant are charged against accumulated depreciation, along with the 
costs of removal, less salvage, with no gain or loss recognized. The Company provides for depreciation 
and amortization on a straight-line basis at annual rates which will amortize the property over its 
estimated useful life. Eligible additions to plant and equipment have been depreciated on an 
accelerated basis for income tax purposes and the resulting tax deferral has been recorded. 

Impairment of Long-Lived Assets Long-lived assets and intangibles, including goodwill, are reviewed 
for impairment whenever events or changes in circumstances indicate that the carrying value of the 
asset may not be recoverable from future, undiscounted net cash flows expected to be generated by 
the asset. If the asset is not fully recoverable, an impairment loss would be recognized for the 
difference between the carrying value of the asset and its estimated fair value based on discounted 
net future cash flows or quoted market prices. Assets to be disposed of are reported at the lower of 
their carrying amount or fair value less cost to sell. 

Income Taxes Income taxes are provided for the tax effects of transactions reported in the financial 
statements and consist of taxes currently due plus deferred taxes. Deferred taxes are recognized for 
differences between the basis of assets and liabilities for financial statement and income tax purposes. 
The differences relate primarily to available-for-sale securities, post-retirement benefit obligations, 
and depreciable assets (use of different depreciation methods and lives for financial statement and 
income tax purposes). The deferred tax assets and liabilities represent the future tax return 
consequences of those differences, which will be deductible or taxable when the differences resolve. 
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____________________________ ......... ·-·--· -

Wamego Telephone Company, Inc. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(Continued) 

It is the Company's policy to provide for uncertain tax positions and the related interest and penalties 
based upon management's assessment of whether a tax benefit is more likely than not to be sustained 
upon examination by taxing authorities. 

At December 31, 2014 and 2013, the Company believes it has appropriately accounted for any 
unrecognized tax benefits. To the extent the Company prevails in matters for which a liability for an 
unrecognized tax benefit is established or is required to pay amounts in excess of the liability, the 
Company's effective tax rate in a given financial statement period may be affected. 

Fair Value Measurements The Company has determined the fair value of certain assets and liabilities 
through application of Fair Value Measurements, FASS ASC 820-10. Financial assets and liabilities 
valued using level 1 inputs are based on unadjusted quoted market prices within act ive markets. 
Financial assets and liabilities valued using level 2 inputs are based on observable inputs other than 
quoted prices included in level 1. Financial assets and liabilities valued using level 3 inputs are based 
on amounts derived from valuation models where one or more of the significant inputs are 
unobservable. The only assets and liabilities the Company measures at fair value are investments in 
marketable securities which are valued using level 1 inputs. 

Investments The classification of securities is generally determined at the date of purchase. Gains or 
losses on the sale of securities are recognized on a specific identification basis. Available-for-sale 
securities are reported at fair value using quoted prices in active markets for identical assets, with 
unrealized gains and losses included as a separate component of stockholders' equity. The carrying 
value of investments in less than 20% owned closely held equity securities is carried at cost. 

Inventories The materials and supplies inventory and nonregulated equipment inventory is valued at 
average cost which is in accordance with accepted industry practice. 

Accounts Receivable and Bad Debt Expense Accounts receivable is presented at face value, net of the 
allowance for doubtful accounts. The allowance for doubtful accounts is established through 
provisions charged against income and is maintained at a level believed adequate by management to 
absorb estimated bad debts based on historical experience and current economic conditions. 
Management established an allowance for doubtful accounts at $14,112 and $18,967 as of December 
31, 2014 and 2013, respectively. Late fees are charged on accounts receivable not paid by the due 
date. 

Revenue Recognition Revenues are generally recognized and earned when evidence of an 
arrangement exists, service has been rendered, the selling price is determinable and collectability is 
reasonably assured. The Company records revenue net of applicable taxes. 

Access Settlements The Company receives a portion of its interstate access revenues from settlement 
pools in which it participates with other telephone companies through the National Exchange Carrier 
Association, Inc. (NECA). These pools were established at the direction of the FCC and are funded by 
access service charges, which the FCC regulates. The process is subjected to continual monitoring and 
changes by the FCC. Any changes by the FCC could have an impact on future financial statements. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(Continued) 

Revenues earned through this pooling process are initially recognized based on estimates and are 
subject to adjustments that may either increase or decrease the amount of interstate access revenues. 
If the actual amounts that the Company receives from the settlement pools differ from the estimated 

amounts recorded, the Company records the change as a current adjustment to earnings, which could 
have a significant impact on the financial statements. The Company uses the access charge bill and 
keep method for intrastate access revenue. 

Advertising Costs Advertising costs are charged to expense as incurred. The amounts expensed during 
the years ended December 31, 2014 and 2013 were $21,344 and $46,248, respectively. 

Cash Equivalents For purposes of the statements of cash flows, the Company generally considers all 
hlgh)y liquid debt instruments purchased with an original maturity of three months or less to be cash 
equivalents. Money market funds held by brokerage firms are included in cash. 

Goodwill Goodwill represents the cost of an investment in a purchased division in excess of the 
underlying fair value of net identifiable assets as the date of acquisition. During 2014, the Company 
adopted FASG Accounting Standards Update No. 2014-02. This allows the Company to amortize 
goodwill over a ten year period. 

Use of Estimates The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 

Reclassification Certain accounts in the prior-year financial statements have been reclassified for 
comparative purposes to conform with the presentation in the current-year financial statements. Total 
equity and net income are unchanged due to these reclassifications. 

2. INVESTMENTS 

At December 31, 2014 and 2013, the investment securities portfolio was comprised of securities 
classified as available for sale. 

The cost and fair values of investment securities available for sale at December 31, 2014, were: 

Gross Gross 
Unrealized Unrealized 

Cost Gains (Losses) 

Securities Available for Sale 
Corporate stock $ 1,964,046 $ 408,330 $ - $ 
Mutual funds 4,444,056 5,976 
Corporate bonds 619,143 (34,831) 
U.S. Government bonds 98,936 (37,437) 
State and municipal government 

bonds 984,808 20,789 (1,463) 

Totals $ 8,110,989 $ 435,095 $ (73,731) $ 
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Fair 
Value 

2,372,376 
4,450,032 

584,312 
61,499 

1,004,134 

8,472,353 
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The cost and fair values of investment securities available for sale at December 31, 2013, were: 

Gross Gross 
Unrealized Unrealized Fair 

Cost Gains (Losses) Value 

Securities Available for Sale 
Corporate stock $ 1,488,427 $ 265,906 $ - $ 1,754,333 
Mutual funds 3,016,284 171,479 3,187,763 
Corporate bonds 343,412 (62,487) 280,925 
U.S. Government bonds 116,994 (26,438) 90,556 
State and municipal government 

bonds 1,404,109 (59,618) 1,344,491 

Totals $ 6,369,226 $ 437,385 $ (148,543} $ 6,658,068 

For 2014 and 2013, the noncurrent other investments are carried at cost. It is impracticable to 
estimate a fair value for these investments because there is not an established market. 

The following is a summary of maturities of debt securities available for sale as of December 31, 2014: 

Amounts maturing in: 
One year or less 
After one year through five years 
After five years through ten years 
After ten years 

Totals 

3. INVESTMENT IN PROPERTY, PLANT AND EQUIPMENT 

$ 

$ 

Amortized 
Cost 

8,812 
273,995 
611,165 
808,915 

1,702,887 

Fair 
Value 

$ 9,501 
273,243 
579,564 
787,637 

$ 1,649,945 

Major classes of plant in service as of December 31, 2014 and 2013, and the annual depreciation rates 
utilizing the straight-line method for depreciation are presented as follows. 
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December 31 2014 2013 

Land $ 370,020 $ 370,020 
Land - Nonregulated 217,115 65,952 
Motor vehicles 442,386 552,756 
Other work equipment 225,087 200,402 
Heavy work equipment 272,496 306,038 
Mobile phones 88,607 34,283 

Buildings 4,874,285 4,596,303 
Buildings - Nonregulated 352,687 352,688 
Billboard 5,100 5,100 
Furniture 234,000 236,001 
Furniture - Nonregulated 2,546 2,546 
Office support equipment 43,801 43,801 
Other communication equipment 14,149 18,422 
General purpose computers 519,373 508,737 
General purpose computers -

Non regulated 16,276 14,206 
Central office equipment 7,426,545 9,491,970 
Central office equipment -

Non regulated 272,879 277,630 
Information origination/ 

termination equipment 18,201 18,201 
Aerial cable - Nonregulated 725,199 725,591 
Underground cable 141,670 
Bu·ried cable 4,030,868 3,878,233 
Fiber cable 18,690,303 13,374,155 
Aerial fiber cable 156,534 156,534 
Fiber cable - Nonregulated 957,808 861,646 
Underground conduit 1,223,456 
Circuit equipment - Nonregulated 13,309 13,309 
Coax cable - Nonregulated 1,218,396 1,218,396 
Cable television head end 

equipment - Nonregulated 2,888,613 2,592,573 
Cable television tower - Nonregulated 236,651 120,034 
Set top boxes - Nonregulated 1,249,480 1,048,831 
HPBX systems - Nonregulated 124,241 64,028 
Edge-Out systems - Nonregulated 33,961 12,254 
Managed wifi accesspoints -

Non regulated 60,951 13,004 
Video surveillance systems -

Non regulated 5,475 

Total Plant in Service $ 45,787,342 $ 42,538,770 

CONFIDENTIAL INFORMATION-SUBJECT TO PROTECTIVE ORDER IN WC DOCKET NOS. 10·90, 
07-135, 05-337, 03-109. 14-58. GN DOCKET NO. 09-51 , CC DOCKET NOS. 01-92, 96-45, 
WT DOCKET NO. 10-208 BEFORE THE FEDERAL COMMUNICATIONS COMMISSION 

Annual 
Rate 

0.00% 
0.00% 

26.27% 
23.98% 
23.98% 
23.98% 

5.02% 
2.56% 

14.29% 
15.57% 
14.29% 
18.10% 
18.10% 
18.57% 

22.00% 
11.58% 

14.29% 

22.18% 
17.58% 

5.38% 
5.68% 
5.68% 
5.68% 
5.68% 
6.48% 

20.00% 
14.29% 

14.29% 
14.29% 
20.00% 
20.00% 
20.00% 

33.34% 

33.34% 
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4. NONREGULATED ACTIVITIES 

The Company provides nonregulated wire maintenance service, telephone apparatus sales, cable 
television service, Internet access service, and long-distance service to its customers. The 
nonregulated activities involve joint and shared use of assets. Revenues from these operations are 
40% and 44% of total revenue for 2014 and 2013, respectively. The income tax effects of such 
activities are included in Federal and state income taxes on the Consolidated Statements of Income 
and Comprehensive Income. 

A summary of net income from non regulated activities is presented below. 

Years Ended December 31 

Revenues from nonregulated operations 
Expenses of nonregulated operations 

Subtotal 
Federal and state income tax (expense) 

on net nonregulated income 

Net Income from Nonregulated Operations 

S. GOODWILL 

2014 

$ 5,240,878 
(4,034,032) 

1,206,846 

(559,435) 

$ 647,411 

2013 

$ 4,556,373 
{3,362,640) 

1,193,733 

(446,227) 

$ 747,506 

Goodwill from the purchase of a cable television system is $33,660 and $37,400, net of amortization at 
December 31, 2014 and 2013. The company will recognize $3,740 of amortization expense each year 
until December 31, 2023 when the goodwill becomes fully amortized. 

6. LOAN AGREEMENTS 

The Company obtained a $14,000,000 loan commitment from CoBank, ACB in 2010. Commencing on 
September 30, 2011, the revolving loan commitment is permanently reduced by $250,000 per quarter 
until June 30, 2015, and $500,000 per quarter thereafter until June 30, 2020. The loan commitment at 
December 31, 2014 and 2013, was $10,500,000 and $11,500,000, respectively. At December 31, 2014 
and 2013, the Company had borrowed $7,300,000 and $5,300,000, respectively, against this 
commitment. The commitment provides the option between a variable rate and a fixed rate. The 
Company chose to pay interest at the variable rate, which is set weekly by CoBank, ACB. The interest 
rate was 1.67% and 1.68% at December 31, 2014 and 2013, respectively. A 0.50% annual fee is 
charged for any unused portion of the commitment. The loan is secured by substantially all corporate 
assets. There are interest only payments due within the next five years. This commitment matures on 
June 30, 2020. The agreement contains certain restrictions and covenants, including maintenance of 
certain financial ratios as defined in the agreement. 

The Company has prepaid loan costs that are amortized over the life of the loan. The amortized 
interest expense during 2014 and 2013 is $9,652 and $9,652, respectively. The remaining loan costs at 
December 31, 2014 and 2013 are $54,691 and $64,343, respectively. 
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7. INCOME TAXES 

Income tax expense (benefit) is presented as follows: 

Non-
Year Ended December 31, 2014 Operating Operat ing Total 

Current Income Tax Expense (Benefits) $ 270,184 $ (18,158) $ 252,026 

Deferred Income Taxes (Benefits) Related to: 
Depreciation and amortization 945,294 945,294 
Post-retirement benefit (17,757) (17,757) 
Investment income 7,837 7,837 
Net operating loss carryforward (66,130) 308 (65,822) 
Deferred compensation (86,895) (86,895) 
Other (569) (569) 

Total Income Tax Expense $ 1,044,127 $ (10,013) $ 1,034,114 

Non-
Year Ended December 31, 2013 Operating Operating Total 

Current Income Tax Expense $ (363,366) $ 20,021 $ (343,345) 

Deferred Income Taxes (Benefits) Related to: 
Depreciation and amortization 873,490 873,490 
Post-retirement benefit (44,411) (44,411) 
Investment income 4,394 4,394 
Net operating loss carryforward (72,551) (485) (73,036) 
Deferred compensation 61,020 61,020 
Other (12,198) (12,198) 

Total Income Tax Expense $ 441,984 $ 23,930 $ 465,914 

The Company has a state capital loss carryover of $963,000 that will not be recognized for state 
income tax purposes. 

Corporate dividends received deductions of $24,327 and $1,400 for 2014 and 2013, respectively, were 
allowed in computing Federal taxable income. Accordingly, the tax provision is less than that obtained 
by using the statutory corporate income tax rates on pretax income. 

Deferred tax benefits (expenses) consist of the following components: 

Years Ended December 31 2014 

Deferred tax benefits $ 653,505 $ 
Deferred tax (expense) (3,427,074) 

Net Deferred Tax Benefits (Expense) $ (2, 773,569) $ 
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2013 

590,917 
(2,414,818) 

(1,823,901) 
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The Company has available a state net operating loss carry forward totaling approximately $2,320,247 
at December 31, 2014, to reduce future tax of the Company and its subsidiaries. Approximately 
$314,000 of this carry forward expires in 2021, $111,000 in 2022, and $1,895,000 in 2023. 

The Company's policy is to include interest and penalties related to income tax liabilities, if any, in 
income tax expense. Income tax returns are subject to examination by the U.S. federal and state tax 
authorities, generally for three years after they were filed. 

8. PENSION TRUST PLAN 

The Company participates in the Retirement & Security Program . for Employees of the National 
Telecommunications Cooperative Association and its Member Systems, which is a trustee-managed 
multi-employer defined benefit pension plan: The plan provides retirement benefits to participants 
who meet certain age and length of service requirements. The Company makes annual contributions 
to the plan equal to its share of the fiscal year expense of the plan. The pension cost is allocated to 
plant and expense, based on activity. The Company has previously funded prior service costs. The 
plan's termination, the Company's voluntary withdrawal, or the mass withdrawal of all contributing 
employers from the plan would require the Company to make payments to the plan for its 
proportionate share of the multi-employer plan's unfunded vested liabilities. The 2014 and 2013 plan 
information presented below was obtained from the Annual Funding Notice provided by NTCA. For 
the years ended December 2014 and 2013, the Company contributed $333,417 and $267,115, 
respectively. 

Plan Surcharge 
Year EIN Number Paid 

Percent 
Funded 

Plan 
Assets 

Plan 
Liabilities 

2014 52-0741336 

2013 52-0741336 

333 

333 

Yes 

Yes 

> 80% $ 1,490,949,009 $ 1,553,807,504 

> 80% $ 1,392,695,032 $ 1,333,291,501 

9. OTHER POST RETIREMENT BENEFITS 

The Company participates in a defined post-retirement benefit plan through the National 
Telecommunications Cooperative Association {NTCA). The post-retirement benefits include certain 
medical benefits and telephone service for retired employees and directors. Substantially all of the 
Company's employees may become eligible to receive these benefits upon retirement. The estimated 
cost of plan benefits is accrued during the employee's service with the Company. The December 31, 
2014 information is an estimate calculated from the October 1, 2014 valuation report provided by 
NTCA. The December 31, 2013 information presented is from the October l, 2013 valuation report 
provided by NTCA. 

The following provides further information about the plan. 
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